
 

 

 

 

 

NOTICE OF  
 BUDGET & FINANCE COMMITTEE  

MEETING 
December 6, 2022 

 
Responsible for the review of District finances 

including: rates, fees, charges and other sources of 
revenue; budget and reserves; audit; investments; 

insurance; and other financial matters. 
 

NOTICE IS HEREBY GIVEN that the San Lorenzo Valley Water District has called a 
regular meeting of the Budget & Finance Committee to be held on Tuesday, December 6, 
2022, at 2:00 p.m., via video/teleconference. 
 

There will not be any physical location for this meeting. Pursuant to AB 361 and San 
Lorenzo Valley Water District Resolution No. 4 (21-22) this meeting will be conducted by 
video/teleconference. Any person in need of any reasonable modification or 
accommodation in order to participate in the meeting may contact the District 
Secretary’s Office at (831) 430-4636 a minimum of 72 hours prior to the scheduled 
meeting. The meeting access information is as follows: 
 

https://global.gotomeeting.com/join/526036549 
 
You can also dial in using your phone. 
(For supported devices, tap a one-touch number below to join instantly.) 
 
United States (Toll Free): 1 877 309 2073 
- One-touch: tel:+18773092073,,526036549# 
 
United States: +1 (571) 317-3129 
- One-touch: tel:+15713173129,,526036549# 
 
Access Code: 526-036-549 

AGENDA 
 

1. Convene Meeting 
 Roll Call 
 
2. Oral Communications 
       This portion of the agenda is reserved for Oral Communications by the public for 
 items which are not on the Agenda. Please understand that California law (The Brown 
 Act) limits what the Board can do regarding issues raised during Oral Communication. 
 No action or discussion may occur on issues outside of those already listed on today’s 
 agenda. Any person may address the Committee at this time, on any subject that lies 
 within the jurisdiction of the District.  Normally, presentations must not exceed five (5) 
 minutes in length, and individuals may only speak once during Oral Communications.   
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 Any Director may request that the matter be placed on a future agenda or staff may be 
 directed to provide a brief response. 
 
3. Unfinished Business:  

 Members of the public will be given the opportunity to address each scheduled item 
prior to Committee action.  The Chairperson of the Committee may establish a time limit for 
members of the public to address the Committee on agendized items. 
 
 a. WATER RATE STUDY – DRAFT REQUEST FOR PROPOSALS 
  Review and discuss the Draft RFP for a Water Rate Study prepared 
  by staff. 

 
4.      New Business:   

 Members of the public will be given the opportunity to address each scheduled item 
prior to Committee action.  The Chairperson of the Committee may establish a time limit for 
members of the public to address the Committee on agendized items. 
 
 a. DRAFT ANNUAL COMPREHENSIVE FINANCIAL REPORT   
  FY 2021-22  
  Discussion by the Committee and staff regarding the Draft ACFR for  
  FY2021-2022.    . 
 

5.      Informational Material   
 Here is a link to previous B & F Committee meeting minutes: 

 All Finance Meeting Minutes | San Lorenzo Valley Water District (slvwd.com) 

  

6. Adjournment 
 

Agenda documents, including materials related to an item on this agenda submitted to the 
Committee after distribution of the agenda packet, are available for public inspection and 
may be reviewed at the office of the District Secretary, 13060 Highway 9, Boulder Creek, 
CA 95006 during normal business hours. Such documents may also be available on the 
District website at www.slvwd.com subject to staff’s ability to post the documents before 
the meeting. 
 

 
 

Certification of Posting 
 
I hereby certify that on December 2, 2022, I posted a copy of the foregoing agenda in the outside 
display case at the District Office, 13060 Highway 9, Boulder Creek, California, said time being at 
least 72 hours in advance of the regular meeting of the B & F Committee of the San Lorenzo Valley 
Water District in compliance with California Government Code Section 54956. 

 
Executed at Boulder Creek, California, on December 2, 2022. 

  
                                         ____________________________________ 

                         Holly B. Hossack, District Secretary     
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M E M O 
 
TO:  Budget & Finance Committee 
 
FROM:  Director of Finance 
 
SUBJECT:  Rate Study RFP 
 
DATE:  December 6, 2022 
 
  
RECOMMENDATION: 
 
It is recommended that the Budget & Finance Committee review & recommend the draft Rate 
Study RFP go to the Board of Directors for review.  
 
BACKGROUND: 
  
At the November 1, 2022 Budget & Finance Committee meeting, a draft Rate Study RFP was 
presented and discussed. After taking into consideration the comments and input from the 
committee, District staff have made a few changes to the draft Rate Study RFP.  
 
KEY ITEMS THAT WERE DISCUSSED: 
 

1. Inconsistency in the description needs to be edited 
2. Look at base rate increase vs. volumetric rates 
3. Possible Capital Improvement surcharge 
4. Tiered rates need to be instituted 
5. Bottom tier should be tied to CA standard for indoor usage 

 
Staff has included a recommendation section in the RFP that highlights the areas that we would 
like the consultant to explore based on the discussion from the last committee meeting. This can 
be added to once we receive comments from the full Board. 
 
ATTACHMENTS: 
 

1. Email from Director Hill with comments on draft Rate Study RFP 
2. Email from Gina Nicholls in response to intellectual property questions from Director Hill’s 

email 
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REQUEST FOR PROPOSALS TO PROVIDE: 

 
CONSULTING SERVICES TO THE SAN LORENZO VALLEY WATER DISTRICT 

 

PROJECT TITLE: 
 

2023 RATE STUDY 

 
 

 

RESPONSE DUE BEFORE 3:00 P.M. ON 
XX/XX/XXXX 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

San Lorenzo Valley Water District  

13060 Highway 9 
Boulder Creek, CA 95006  

(831) 430-4621 
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I. INTRODUCTION 
 

The San Lorenzo Valley Water District is soliciting proposals from qualified firms to conduct a Rate Study to assist in 
determining how the District funds the administration, operation, maintenance and capital replacement and 
improvement of its water and sewer systems. The District is seeking a multi-year plan to align revenue with expenses, 
with an understanding that projected capital expenses will grow incrementally as revenue is increased on a per-fiscal 
year basis. 

 
The study will evaluate all current water and sewer rates, system revenue generation and full cost recovery. The study 
will provide recommendations for revenue structures that will meet all revenue and debt service requirements. The 
proposed revenue structures will comply with all federal, state and local regulations. 

 
The District anticipates submission of a final Revenue Study no later than XX/XX/XXX and a formal Board Presentation on 
XX/XX/XXX. 

 
II. GENERAL INFORMATION 

 

A. Water 
 

San Lorenzo Valley Water District (SLVWD or District) is an urban water supplier to approximately 8,200 
customers. The District was established in 1941 and serves several communities within the 136 square-mile San 
Lorenzo River watershed. The District owns, operates, and maintains two water systems that supply separate 
service areas from separate water sources; the SLVWD system and the SLVWD-Felton system. The SLVWD system 
service area includes the communities of: Boulder Creek, North of Boulder Creek, Brookdale, Ben Lomond, Quail 
Hollow, Glen Arbor, Zayante, Lompico and the Scotts Valley areas of Hidden Glenn, Lockewood Ln, Pasatiempo 
Pines, Whispering Pines, Manana Woods and both Spring Lakes and Vista Del Lago Mobile Home Parks. The 
SLVWD-Felton system service area includes the town of Felton, Highway 9 south to Big Trees, San Lorenzo Ave, 
Felton Empire Grade, Felton Grove and El Solyo Heights. 

 

The District’s legal boundaries encompass approximately 62 square miles. Land uses include timber, State and 
regional parks, schools, water supply watersheds, rural residential, low-density urban residential and 
commercial, quarries, agriculture, and other open space. Within these boundaries, the District’s two service 
areas have a combined area of approximately 26 square miles. 

 
The District relies on both surface water and groundwater resources; including nine active stream diversions 
(three of the nine are currently active), one groundwater spring, and eight active groundwater wells. These 
sources are derived solely from rainfall within the San Lorenzo River watershed.  
 
The District is committed as a member of the Santa Margarita Ground Water Agency (SMGWA). SMGWA 
oversees the groundwater management activities of the Santa Margarita Basin Area in Santa Cruz County, 
California.  The agency has three member agencies:  Scotts Valley Water District, San Lorenzo Valley Water 
District, and County of Santa Cruz. 

 
The scale and complexity of SLVWD’s water distribution system reflect the San Lorenzo Valley’s rugged 
topography, dispersed pattern of development, and widely distributed raw water sources. The District’s two 
systems have limited above-ground storage capacity equal to a few days’ average use, and rely on groundwater 
for seasonal and year-to-year storage. The District produces and treats water based on relatively immediate 
water demand. 
 
The District maintains thirty seven (37) pressure zones. Thirty six (36) of these zones include a booster station, 
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required to pump potable water up to the tank(s) associated with that system. The energy required to run each 
pump varies based primarily on the elevation change between the pump station and the tank(s); age and design 
efficiency play a smaller part in energy expenditure. The District’s dispersed layout requires that many zones are 
“pass-through” zones, meaning that potable water must be pumped from treatment up to a zone, then pumped 
again up to a second, third, or even fourth zone. This highly dispersed and interconnected layout results in 
pumping costs that vary from zone to zone. 

 
B. Wastewater 

 

The District’s Bear Creek Estates Wastewater System operates in and around the neighborhoods along 
Deerwood Drive, Harmon Gulch and Timberwood Road which serves approximately 56 homes. There are no 
direct wastewater system employees. The system is operated on a routine or as needed basis with direct staff 
being allocated from the Water Fund Operations & Distribution or Supply & Treatment Departments. 
 

o The system collects and treats domestic wastewater flow. 
o The existing collection system consists of 19 manholes, 2 cleanouts, approximately 3,600 linear feet 

of gravity sewer, 2,600 linear feet of force mains, 2 sewer pump stations and 56 laterals. 
o Initially constructed in 1985, it consisted of two (2) cast-in-place, underground concrete tanks, an 

influent pump station and an effluent pump station discharging treated effluent to a subsurface 2.3-
acre leach field. 

o From 2005 through 2013, the District completed several modifications aimed at achieving regulatory 
compliance and improved nitrogen removal efficiency. This resulted in the existing treatment septic 
system being modified to incorporate a 3-stage trickling filter system, new internal 
recirculation/splitter/ball valves, and new air blowers with high capacity disc diffusers in the clarifier 
tanks. 

o Due to higher regulatory requirements, there is still significant improvements needed for the 
wastewater system. 

 

C. District Operations 
 

The District operates on a fiscal calendar starting July 1 through June 30.  
 
The District contracted with Akel Engineering in 2019 to complete a Water Master Plan (WMP) and Capital 
Improvement Plan (CIP). This work was completed in 2021. The CIP includes recommendations for rehabilitation 
and/or upgrade of the majority of the District’s infrastructure, including a rough prioritization. The District is 
currently in the process of analyzing the CIP and recommendations in order to determine both priorities and 
relative costs for each recommended upgrade or rehabilitation. 

 
The District was severely impacted by the CZU Lightning Complex Wildfires (Wildfire) in 2020. The District’s water 
system sustained tens of millions of dollars in damage, most significantly to raw water supply lines and storage 
tanks.  The damage was extensive and also impacted water treatment systems, pumps, water quality monitoring 
equipment, and long-distance water transmission pipeline. 
 
The District anticipates receiving partial financial assistance through the Federal Emergency Management 
Agency (FEMA) to help cover the cost of emergency response, recovery, and permanent repairs. The District will 
be responsible to pay all of these costs (and other CZU Wildfire costs) up front and will submit eligible project 
costs for FEMA reimbursement, upon completion.  
 
The District implemented a Fire Recovery Surcharge through the Prop 218 process in August 2021 to help recover 
CZU Wildfire costs not covered by FEMA. The surcharge added a monthly charge and will last about 5 years and 
will automatically terminate once $5 million is collected by the District.  
 
Since the adoption of the Fire Recovery Surcharge in August 2021, some of the key items of the surcharge basis 
have changed. The FEMA cost share percentage increased from 75% to 90% and most notably, the 
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constructability study completed by Freyer & Laureta. The Study evaluated the various replacement options and 
recommended that the destroyed at-grade pipe be replaced with buried pipe to protect from future fires. The 
Study also evaluated the terrain and access issues, determining that both were more significant than previously 
considered. The recommendation to bury pipe in this terrain, combined with current market conditions, led to 
an increase in expected costs from approximately $20M to a range from $40M - $50M. 
In addition, the District is considering hiring a capital project construction crew of four to five individuals. The 
intent would be to capitalize the employee cost and dedicate this construction crew to pipeline installation. 

 

III. PROJECT SCOPE OF SERVICES 
 

The proposed scope of required services for this project includes: 
 

TASK 100 – PROJECT MANAGEMENT AND INFORMATION COLLECTION 
 

Consultant shall provide overall project management including contract administration, budget and schedule tracking, 
kick-off and progress meetings and controls. Consultant shall assume three meetings with staff and five public meetings 
(Board and/or special meetings), and one workshop with community involvement. 

 

Consultant shall provide internal quality control and quality assurance procedures. 
 

Consultant shall propose a project schedule that meets or exceeds the timeline provided in this Request for Proposals. 
 

TASK 200 – REVENUE STUDY 
 

The study shall include the following: 

Conduct a detailed review of the District’s operating and capital improvement budgets and develop a 10-year Finance 
Plan that promotes financial sustainability and maintains adequate debt coverage and reserve levels. 

 
 Consultant shall include a detailed cost of service analysis. 
 Consultant shall develop an understanding of the recently completed Master Plan. 
 Consultant shall develop an understanding of the existing rate structures and the assumptions underlying cost 

distribution to the various cost centers. 

 Consultant shall develop an understanding of the District’s reserve policies and other financial policies. Ensure 
recommendations meet cash flow objectives. 

 Consultant shall develop an understanding of the District’s existing debt service requirements. 

 Consultant shall assess existing customer service fee structure and identify potential areas for service and 
system charges and recommend changes. 

 Consultant shall propose current and future revenue needed to provide water and wastewater services in 
conformance with established and anticipated changes to standards and regulations. 

 Consultant shall demonstrate that costs are distributed in proportion to the benefit received by rate payers as 
required by law, and equitable to the extend allowed by law.  

 Consultant shall recommend methods for communicating utility costs to include layout of the utility bill and how 
it might be used to identify actual costs of providing water and sewer services under recommended rate 
structures. Assess ease of communication associated with each recommended rate structure. 

 
 Recommendations from Budget & Finance Committee – these are recommendations only and may be altered or 

refined as the rate study develops based on the advice of the selected rate consultant: 
 

o Tiered rates – explore various tiered rates with one tier that is tied to California standard indoor use 
o Capital Improvement Surcharge – a surcharge that is placed into a restricted account the District can use 

to pay for Capital Improvements projects 
o Revenue Rate Stabilization – currently the District has a policy that would trigger the implemention of 

revenue stabilization rates if consumptions drops below a certain threshold. The District is interested in 
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exploring a surcharge that is placed into a restricted account the District can utilize if consumption 
drops below a certain threshold 

o Zone Rates – explore different rates based on pressure zones to account for higher pumping/utility costs 
 

Consultant shall study available documentation and conduct sufficient field investigation to establish appropriate 
knowledge of the District to make appropriate assumptions. 
 
Present draft reports at a regulary scheduled Board meeting. 
 

TASK 300 – FINAL REVENUE STUDY REPORT 
 

Consultant shall prepare a final report that provides a detailed analysis of work performed and assumptions made. The 
report shall provide a clear written analysis of the basis upon which needs were calculated. Incorprate changes pursuant 
to comments received at the draft report Board meeting presentation. 

 
Final report shall include an easy-to-use electronic rate model, preferably in Excel format for use on a Microsoft 
Windows based system. Consultant shall provide adequate training for said model. 
 
Consultant shall provide seven (7) hard copies (one wet signature and six copies) and a digital pdf of the final report. 
 
Present the final reports and recommended rates to the Board of Directors and members of the public at a formal public 
meeting and/or hearing. 

 

IV. PROPOSAL REQUIREMENTS 
 

The proposal shall not exceed 13 pages excluding resumes, cover letter, dividers, front and back covers. Responses to 
this RFP shall be in the following order and shall include: 

 
1.  Executive Summary (1 page maximum) 

 

Summarize the contents of your firm’s proposal in a clear and concise manner. 

2. Project Description (2 pages maximum) 
 

i. Explain the objective of the project and how you propose to accomplish the recognized goals. 
ii. Describe the services and deliverables to be provided. 
iii. Include a statement on what makes your firm uniquely qualified. 

 
3. Identification of Prime Consultant (1 page maximum) 

 

i. Legal name and address of the company. 
ii. Legal form of company (partnership, corporation). 
iii. If company is wholly owned subsidiary of a "parent company," identify the "parent company." 
iv. Name, title, address and telephone number of person to contact concerning the Response Submittal. 
v. Number of staff and the discipline/job title of each. 

 
4. Identification of Sub Consultants, if any (1 page maximum) 

 

i. Legal name and address of the company. 
ii. Name, title, address and telephone number of prime contact 
iii. Number of staff and the discipline/job title of each. 

 

5. Project Organization and Experience of the Project Team (3 pages maximum, not including resumes) 
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i. Describe proposed project organization, including identification and responsibilities of key personnel, 
including sub-consultants. Include only one-page resumes. 

ii. Describe the experience of the Project Manager and the experience that the proposed personnel have working 
on past projects as a team. 

iii. Describe project management approach to the work effort, locations where work will be done, responsibilities 
for coordination with the District, lines of communication necessary to maintain design on schedule. 

iv. Describe a proposed schedule showing all facets of work that will meet the District’s objectives and goals in a 
timely manner. 

v. Describe the Firm’s capacity to perform the work within the time limitations, considering the firm’s current and 
planned workload and the firm’s current and planned work force. 
 

6. Experience and Past Performance, Including Cost and Schedule Control (3 pages max / 3 projects max) 
i. Include a summary of the past experience and performance of the Project Manager on similar projects. Include 

the following information: 
 

1. Owner, contact name and phone number 
2. Project size and description 
3. Project budget and total dollar value of completed project 
4. Budgeted project schedule and total time to completion 
5. Estimated construction costs and actual construction costs 

 

ii. Describe the firm’s past experience and performance on similar projects. Include the information listed above. 
 

7. Firm’s Local Experience (1 page maximum) 
 

Describe the firm’s experience and knowledge with Cost of Service Studies. 

 
8. Creative Alternatives (1 pages maximum) 

 

Discuss any creative solutions to meet the project objectives. 

 
9. Proposed Total Professional Fee and Fee Schedules 

i. Proposed fee shall be organized with appropriate breakdown into subtasks. 
ii. Proposed Fee Schedule shall include an estimated timeline (Gantt Chart Format) for completion of each 

task and subtask. 
iii. Proposed fee shall not be the sole basis of award, but will be used to evaluate the Consultant’s 

understanding of the Scope of Work. 
iv. Include the hourly rates of all staff that will charge directly to the project. 

 

10. Exceptions to this RFP 
 

The Consultant shall certify that it has fully read the RFP and takes no exceptions to this RFP including, but not 
limited, to the Consultant Services Agreement (attached). If the Consultant does take exception(s) to any portion of 
the RFP, the specific portion of the RFP to which exception is taken shall be identified and explained. 

 
The District will require a professional liability insurance verification for coverage of not less than 
$1,000,000.00. 

 
V. EVALUATION CRITERIA 

 

The evaluation criteria and the respective weights that will be given to each criterion are as follows: 
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1. Executive Summary ............................................................................................................. 10% 

2. Project Description ............................................................................................................... 25% 

3. Identification of Consultant ................................................................................................... 5% 

4. Project Organization and Experience .................................................................................. 25% 

5. Past Performance, Including Cost and Schedule Control ................................................... 20% 

6. Firm’s Local Experience ....................................................................................................... 5% 

7. Creative  Alternatives ............................................................................................................ 5% 

8. Proposed  Fee ....................................................................................................................... 5% 

 
VI. SELECTION PROCESS 

 
The District will enter into negotiations with the top ranked firm. At this time, the District contemplates the use of a Time 
and Material Not to Exceed contract for the services requested. Negotiations will cover: scope of work, contract terms 
and conditions, office arrangements, attendance requirements and appropriateness of the proposed fee. 

 
After negotiating a proposed agreement that is fair and reasonable, the District Manager will execute the contract with 
authorization from the District’s Board. 

 
VII. SELECTION SCHEDULE 

 
The District anticipates that the process for selection of firm and awarding of the contract will be according to the 
following tentative schedule: 

 
Proposal Due Date TBD 
Interview (TBD-If Necessary) TBD 
Board of Directors Approval TBD 
Final Selection and Notification TBD 

 

VIII. SPECIAL CONDITIONS / ATTACHMENTS 
 

The following documents are included on the CD to provide background: 
 

 2016 Cost-of-Service Study 
 2017 Rate & Connection Fee Study Report 
 Maps of District Service Area 
 2021 Master Plan 
 M. Cubed Water & Sewer Service Affordability Assessment – SLVWD information begins on page 34 

 

IX. SUBMITTAL REQUIREMENTS 
 

1. Respondents are encouraged to consider the environment and use electronic means for delivering proposals. 
Electronic submissions should be delivered in a format fully compatible with either Adobe Acrobat (pdf) or 
Microsoft Word. Please send via email to kreed@slvwd.com with the subject line “Request for Proposal for San 
Lorenzo Valley Water District – 2023 Rate Study” 

 
2. OR, one (1) original proposal signed by an individual, partner, officer or officers authorized to execute legal 

documents on behalf of the Firm must be received in the District office noted below.  
 

3. The Response Proposal must be received no later than 3:00 p.m. local time, on or before XX/XX/XXXX via email 
to kreed@slvwd.com or at the office of: 
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San Lorenzo Valley Water District 
13060 Highway 9 
Boulder Creek, CA 95006 

 

Attn: Kendra Reed 
 

Failure to comply with the requirements of this RFP may result in disqualification. Questions regarding this RFP 
shall be submitted in writing to kreed@slvwd.com. 
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Kendra Reed

From: Jeff Hill

Sent: Monday, November 7, 2022 4:16 PM

To: Rick Rogers; Kendra Reed

Cc: Gail Mahood

Subject: Pricing Study RFP Comments

Follow Up Flag: Follow up

Flag Status: Flagged

Hi Kendra, 
 
At the last Finance Committee meeting Gail suggested that I put some detailed comments in writing and send them to 
you. I’m copying Gail and Rick also on these…and of course, I’m not the final, nor only authority on how this RFP is 
structured.  
 

1. As discussed, we need to take a fundamental look at the impact of having a larger % of our billing be based upon 

a fixed (i.e., non-volumetric) charge based upon the connection type/size and a smaller % of the billing be based 

upon volumetric rates…compared to our current structure. Since our costs are skewed towards fixed 

infrastructure and staffing costs which are not sensitive to the volume of water sold within the mechanical 

constraints of our system, we need to protect ourselves from unexpected reductions of income from reduced 

sales of water volume. A reduction in volume sold has relatively little impact upon our costs, and the same is 

true for a volume increases that are within the overall existing capacity of the system.  

a. In looking at this, we need to be sensitive to low income customers who use very small amounts of 

water. I don’t know how to accommodate these customers, but it needs to be thought out.  

2. The document needs to be consistent on the number of zones/systems we have, and also clearly explain the 

terminology difference between “systems” as in, we have 3 systems (North, middle and south..etc.) vs. zones vs. 

pressure zones, etc. Maybe a paragraph focused entirely on terminology explanations should be included to be 

sure the bidders will understand our terminology. 

3. It might actually be useful to include some demographic information about the district along with the 

description of geography,  forests and streams. The pricing consultants should have some idea of the income 

profile of the district including how many people might find a higher base rate a true hardship, who can afford 

their water but have to watch the budget carefully and how many find the water bill relatively insignificant and 

don’t pay much attention to the rates. If we go to a higher base fee, we will no doubt get complaints about 

people who are living on the edge financially and we should be getting our money from the rich who waste 

water. Knowing our demographic / income profile would help us plan accordingly, and also enable us to better 

respond to complaints about rate changes.  

4. The RFP draft requests that the consultants provide us with a working financial model, preferably based upon 

Microsoft Excel, so that the district can perform additional future analyses. “Final report shall include an easy-to-

use electronic rate model, preferably in Excel format. Consultant shall provide adequate training for said 

model.” 

 

This gets us into the realm of software and intellectual property licensing, because the structure of a 

spreadsheet, particularly if it includes custom developed scripts and or embedded software programs 

and  formulas, is intellectual property. You need to consult with Gina about this, but at a minimum we should 

insist upon: 

a. The district must own the intellectual rights to use, copy and modify the finished model and all 

components developed by the contractor, including installation and use on any number of District-

B & F Comm:  12.6.22
Item:  3a

10 of 15 12 



2

owned computers or cloud-based computing services utilized by the District, including contractors the 

District might employ in the future.  

b. The vendor shall identify the minimum computer hardware and operating system specifications to 

operate the model.  (Actually, the District should specify this to the contractor…we don’t want the 

contractor to build a model that runs on computer systems the district doesn’t use. If the District uses 

Microsoft Windows based systems, we don’t want a model that runs only on Apple systems or Linux 

based systems.) 

c. The model must be compatible with both local system computing, network use, and also compatible 

with “cloud-based” installation and computing. For example, given the correct password, the user 

should be able to access the  model from any computer on the District’s network,  should be able to use 

either Excel (or other underlying base software) locally installed on a PC, or MS Office/Excel 365 or 

equivalent operating in a cloud environment, to facilitate remote work and secure storage of data in the 

cloud.  

d. The District should be responsible for obtaining the necessary Microsoft licenses if Microsoft Excel is the 

underlying compute engine for the model. The vendor needs to Identify any other third-party software 

licenses beyond Microsoft Windows and Excel that the District will need to acquire to use and modify 

the model.  

e. The District needs rights to have employees and/or  future contractors review, revise, and use the model 

when performing work for the District.  

f. The district needs to have detailed documentation of the model including a detailed description of the 

structure of the spreadsheet(s) involved, and computer languages and/or compilers (including version 

numbers) used to develop any scripts or embedded software code, and commented source code for any 

scripts or program code developed by the consultants and incorporated into the model.  

5. Finally, how did we arrive at the intervals for when revenue vs. expenses are balanced…i.e., First Year, Fourth 

Year, Sixth Year and Eleventh Year? Is there any particular significance to these periods? I would think even 

interval might be easier for people to understand…3-6-9-12? Maybe there’s a good reason for the 1-4-6-11 

sequence? 

Feel free to email me or call if you have any questions about these suggestions. 
 
Jeff Hill, Director SLVWD 
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Kendra Reed

From: Gina R. Nicholls <gnicholls@nossaman.com>

Sent: Friday, November 18, 2022 12:20 PM

To: Kendra Reed

Cc: Rick Rogers

Subject: RE: Pricing Study RFP Comments

Hi Kendra, 
 
Copied directly below is the language from our standard form of professional services agreement that addresses 
IP/copyright issues. 

1. WORKS FOR HIRE 

If, in connection with services performed under this Agreement, Consultant or its subcontractors or 
subconsultants create artwork, copy, posters, billboards, photographs, videotapes, audiotapes, systems 
designs, software, reports, diagrams, surveys, blueprints, source codes or any other original works of 
authorship, such works of authorship shall be works for hire as defined under Title 17 of the United States 
Code, and all copyrights in such works are the property of District.  If it is ever determined that any works 
created by Consultant or its subcontractors or subconsultants under this Agreement are not works for 
hire under U.S. law, Consultant hereby assigns all copyrights to such works to District, and agrees to 
provide any material and execute any documents necessary to effectuate such assignment.  With the 
approval of District, Consultant may retain and use copies of such works for reference and as 
documentation of its experience and capabilities.  This Section shall survive termination of this 
Agreement. 

 
I believe that this standard language should satisfy several of Jeff’s concerns, in particular (a) and (e).  For (b)-(d) and (f), 
I believe these items could be addressed most appropriately in the scope of work.  Please let me know if you need 
further information, and feel free to call me to discuss: 213-330-6499. 
 

1. This gets us into the realm of software and intellectual property licensing, because the structure of a 

spreadsheet, particularly if it includes custom developed scripts and or embedded software programs 

and  formulas, is intellectual property. You need to consult with Gina about this, but at a minimum we should 

insist upon:  

a. The district must own the intellectual rights to use, copy and modify the finished model and all 

components developed by the contractor, including installation and use on any number of District-

owned computers or cloud-based computing services utilized by the District, including contractors the 

District might employ in the future.  

b. The vendor shall identify the minimum computer hardware and operating system specifications to 

operate the model.  (Actually, the District should specify this to the contractor…we don’t want the 

contractor to build a model that runs on computer systems the district doesn’t use. If the District uses 

Microsoft Windows based systems, we don’t want a model that runs only on Apple systems or Linux 

based systems.) 

c. The model must be compatible with both local system computing, network use, and also compatible 

with “cloud-based” installation and computing. For example, given the correct password, the user 

should be able to access the  model from any computer on the District’s network,  should be able to use 

either Excel (or other underlying base software) locally installed on a PC, or MS Office/Excel 365 or 

equivalent operating in a cloud environment, to facilitate remote work and secure storage of data in the 

cloud.  
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d. The District should be responsible for obtaining the necessary Microsoft licenses if Microsoft Excel is the 

underlying compute engine for the model. The vendor needs to Identify any other third-party software 

licenses beyond Microsoft Windows and Excel that the District will need to acquire to use and modify 

the model.  

e. The District needs rights to have employees and/or  future contractors review, revise, and use the model 

when performing work for the District.  

f. The district needs to have detailed documentation of the model including a detailed description of the 

structure of the spreadsheet(s) involved, and computer languages and/or compilers (including version 

numbers) used to develop any scripts or embedded software code, and commented source code for any 

scripts or program code developed by the consultants and incorporated into the model.  

 
 

Gina R. Nicholls 
Attorney at Law  
NOSSAMAN LLP 
777 South Figueroa Street, 34th Floor

Los Angeles, CA 90017 
gnicholls@nossaman.com 

T 213.612.7800   F 213.612.7801 
D 213.612.7815   
 

 

SUBSCRIBE TO E-ALERTS 
nossaman.com 

 
PLEASE NOTE: The information in this e-mail message is confidential. It may also be attorney-client privileged and/or 
protected from disclosure as attorney work product. If you have received this e-mail message in error or are not the 
intended recipient, you may not use, copy, nor disclose to anyone this message or any information contained in it. Please 
notify the sender by reply e-mail and delete the message. Thank you. 
 
 
 
 
 

From: Kendra Reed <kreed@slvwd.com>  
Sent: Friday, November 18, 2022 9:14 AM 
To: Gina R. Nicholls <gnicholls@nossaman.com> 
Cc: Rick Rogers <rrogers@slvwd.com> 
Subject: [External] FW: Pricing Study RFP Comments 
 
Hi Gina, 
 
Can you please provide your advice on Jeff Hill’s #4 item below? For reference, Jeff is referring to the draft RFP for the 
rate study, attached for your reference.  
 

Thank you, 
 
Kendra Reed 
Director of Finance 
San Lorenzo Valley Water District 
13060 Highway 9 – Boulder Creek, CA 95006 
831.338.2153 – Fax 831.338.7986 
kreed@slvwd.com - www.slvwd.com 
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From: Jeff Hill <jhill@slvwd.com>  
Sent: Monday, November 7, 2022 4:16 PM 
To: Rick Rogers <rrogers@slvwd.com>; Kendra Reed <kreed@slvwd.com> 
Cc: Gail Mahood <gmahood@slvwd.com> 
Subject: Pricing Study RFP Comments 
 
Hi Kendra, 
 
At the last Finance Committee meeting Gail suggested that I put some detailed comments in writing and send them to 
you. I’m copying Gail and Rick also on these…and of course, I’m not the final, nor only authority on how this RFP is 
structured.  
 

1. As discussed, we need to take a fundamental look at the impact of having a larger % of our billing be based upon 

a fixed (i.e., non-volumetric) charge based upon the connection type/size and a smaller % of the billing be based 

upon volumetric rates…compared to our current structure. Since our costs are skewed towards fixed 

infrastructure and staffing costs which are not sensitive to the volume of water sold within the mechanical 

constraints of our system, we need to protect ourselves from unexpected reductions of income from reduced 

sales of water volume. A reduction in volume sold has relatively little impact upon our costs, and the same is 

true for a volume increases that are within the overall existing capacity of the system.  

a. In looking at this, we need to be sensitive to low income customers who use very small amounts of 

water. I don’t know how to accommodate these customers, but it needs to be thought out.  

2. The document needs to be consistent on the number of zones/systems we have, and also clearly explain the 

terminology difference between “systems” as in, we have 3 systems (North, middle and south..etc.) vs. zones vs. 

pressure zones, etc. Maybe a paragraph focused entirely on terminology explanations should be included to be 

sure the bidders will understand our terminology. 

3. It might actually be useful to include some demographic information about the district along with the 

description of geography,  forests and streams. The pricing consultants should have some idea of the income 

profile of the district including how many people might find a higher base rate a true hardship, who can afford 

their water but have to watch the budget carefully and how many find the water bill relatively insignificant and 

don’t pay much attention to the rates. If we go to a higher base fee, we will no doubt get complaints about 

people who are living on the edge financially and we should be getting our money from the rich who waste 

water. Knowing our demographic / income profile would help us plan accordingly, and also enable us to better 

respond to complaints about rate changes.  

4. The RFP draft requests that the consultants provide us with a working financial model, preferably based upon 

Microsoft Excel, so that the district can perform additional future analyses. “Final report shall include an easy-to-

use electronic rate model, preferably in Excel format. Consultant shall provide adequate training for said 

model.” 

 

This gets us into the realm of software and intellectual property licensing, because the structure of a 

spreadsheet, particularly if it includes custom developed scripts and or embedded software programs 

and  formulas, is intellectual property. You need to consult with Gina about this, but at a minimum we should 

insist upon:  

a. The district must own the intellectual rights to use, copy and modify the finished model and all 

components developed by the contractor, including installation and use on any number of District-
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owned computers or cloud-based computing services utilized by the District, including contractors the 

District might employ in the future.  

b. The vendor shall identify the minimum computer hardware and operating system specifications to 

operate the model.  (Actually, the District should specify this to the contractor…we don’t want the 

contractor to build a model that runs on computer systems the district doesn’t use. If the District uses 

Microsoft Windows based systems, we don’t want a model that runs only on Apple systems or Linux 

based systems.) 

c. The model must be compatible with both local system computing, network use, and also compatible 

with “cloud-based” installation and computing. For example, given the correct password, the user 

should be able to access the  model from any computer on the District’s network,  should be able to use 

either Excel (or other underlying base software) locally installed on a PC, or MS Office/Excel 365 or 

equivalent operating in a cloud environment, to facilitate remote work and secure storage of data in the 

cloud.  

d. The District should be responsible for obtaining the necessary Microsoft licenses if Microsoft Excel is the 

underlying compute engine for the model. The vendor needs to Identify any other third-party software 

licenses beyond Microsoft Windows and Excel that the District will need to acquire to use and modify 

the model.  

e. The District needs rights to have employees and/or  future contractors review, revise, and use the model 

when performing work for the District.  

f. The district needs to have detailed documentation of the model including a detailed description of the 

structure of the spreadsheet(s) involved, and computer languages and/or compilers (including version 

numbers) used to develop any scripts or embedded software code, and commented source code for any 

scripts or program code developed by the consultants and incorporated into the model.  

5. Finally, how did we arrive at the intervals for when revenue vs. expenses are balanced…i.e., First Year, Fourth 

Year, Sixth Year and Eleventh Year? Is there any particular significance to these periods? I would think even 

interval might be easier for people to understand…3-6-9-12? Maybe there’s a good reason for the 1-4-6-11 

sequence? 

Feel free to email me or call if you have any questions about these suggestions. 
 
Jeff Hill, Director SLVWD 
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M E M O 

TO:   Budget & Finance Committee 

FROM:   Director of Finance & Business Services 

SUBJECT:  Draft ANNUAL FINANCIAL REPORT FY2021-22 (ACFR) 

DATE:   December 6, 2022 

RECOMMENDATION: 

It is recommended that the Budget & Finance Committee review this memo and the attached Annual 

Comprehensive Financial Report (ACFR) for fiscal year 2021-22. 

BACKGROUND: 

District staff, with the assistance of our auditors, prepared an ACFR in accordance with guidelines 

established by the Government Finance Officers Association (GFOA).  

The District is required by state law to annually examine its financial records. The firm has conducted an 

independent audit of the District’s financial records for the respective fiscal years. This examination of 

the District’s financial records was conducted in accordance with generally accepted accounting 

standards and principles. As in previous years, the District received an “unmodified opinion,” meaning 

the financial statements present fairly, in all material respects, the financial position of the District as of 

June 30, 2022. The Financial Statements are transmitted under separate cover.  

The ACFR furnishes information concerning the District’s financial position and activities for the one (1) 

year period from July 1, 2021 – June 30, 2022 for all funds: 

•  Net position increased 7.51% or $2,828,846 to $40,475,164. Net position is made up of three 

components: net investment in capital assets, restricted net position and unrestricted net 

position.  

o Net investment in capital (net of related debt) increased 2.4% or $826,337. There was 

depreciation expense of $1,838,242 compared to the investment in current year capital of 

$2,837,366, with ~$1.6M funded by debt.  

o Restricted net position increased $724,222 to $1,350,297. Restricted is for contractual 

restricted amounts such as required by debt covenants and assessment districts. 

o Unrestricted net position increased $1,278,287, leaving a positive balance of $4,426,902.  

The Water Fund has a positive unrestricted balance of $4,462,864, Sewer Fund has a deficit of 

$35,962. 

• Operating revenues increased 6.71% or $769,442 to $12.2M, primarily due to increased water sales 

revenues related to the 2017 rate study. 

• Operating expenses decreased 10.76% or $1,042,989 to $8.6M, primarily due to decreases of 

$728,424 in salaries & benefits, $241,103 in professional services, and $55,897 in facilities. The decrease 

in salaries included non-cash transactions of $179,771 related to the pension and OPEB expenses. 
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• Non-operating revenues decreased $147,230 to $1,581,076. This is attributed to a decrease in 

operating grant of $183K, offset by an increase in property tax of $48K. 

• Non-operating expenses increased $90,206 to $1,072,056. This was mainly due to interest expense 

payments and loss on disposal of capital assets, offset by decreases in change in investment in JPA and 

bond issuance costs. 

• Net income before capital contributions increased $1.2M to $2.4M. The decrease to operating 

expenses was a contributing factor to the increase. 

• Overall net position for the end of period increased $2.8M. This is a positive direction for the District. 

It is important to understand the differences between external and internal financial reports and 

analysis. Audited financial statements, unlike budgets, have been examined, or "audited," by an 

external, independent certified public accountant. Extensive tests are performed on account details and 

balances that are represented on a company's financial statements to ensure their accuracy and 

reliability, while budgets are reviewed internally by upper management to ensure company goals and 

targets are reasonable and achievable, and its resources are being allocated in a way that maximizes 

revenue. 

This will also be brought to the full Board at the December 15th, 2022 Board meeting. A representative 

from the audit firm will be present to address the Board regarding this matter. 
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Kendra Reed, Accountant 

DR
AF
T

B & F Comm:  12.6.22
Item:  4a

5 of 111 22 



DR
AF
T

B & F Comm:  12.6.22
Item:  4a

6 of 111 23 



Government Auditing Standards 
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reinstated FY1617 when the State of CA inactivated their program)
(suspended FY1516 while State of CA had an active program)
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Auditor’s Responsibilities for the Audit of the Financial Statements 
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Supplementary Information

Other Information Included in the Annual Report 

Government Auditing Standards
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DR
AF
T

B & F Comm:  12.6.22
Item:  4a

24 of 111 41 



Management’s Discussion and Analysis, continued 

accrual 
basis of accounting

net position

financial position
increases or decreases financial
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Management’s Discussion and Analysis, continued 
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Management’s Discussion and Analysis, continued 

Total Revenues 
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Management’s Discussion and Analysis, continued 

Total Expenses 
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Management’s Discussion and Analysis, continued 
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Management’s Discussion and Analysis, continued 

DR
AF
T

B & F Comm:  12.6.22
Item:  4a

30 of 111 47 



DR
AF
T

B & F Comm:  12.6.22
Item:  4a

31 of 111 48 



DR
AF
TTTTTTFTFTFF

B & F Comm:  12.6.22
Item:  4a

32 of 111 49 



DR
AF
TTTTT

B & F Comm:  12.6.22
Item:  4a

33 of 111 50 



DR
AF
TTTFTFTFTFT

B & F Comm:  12.6.22
Item:  4a

34 of 111 51 



DR
AF
TTTT

B & F Comm:  12.6.22
Item:  4a

35 of 111 52 



DR
AF
T

B & F Comm:  12.6.22
Item:  4a

36 of 111 53 



DR
AF
T

B & F Comm:  12.6.22
Item:  4a

37 of 111 54 



Leases.

Accounting for Interest Cost incurred Before the End 
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Replacement of Interbank Offered Rates

The Annual Comprehensive Financial Report. 
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Investments Authorized by the California Government Code and the District’s Investment Policy  

Custodial Credit Risk 

deposits

investments

RARARARA

B & F Comm:  12.6.22
Item:  4a

44 of 111 61 



Custodial Credit Risk, continued 

Investment in State Investment Pool 

Investment in County of Santa Cruz Investment Pool 

Accounting and Financial Reporting for Certain Investments 
and for External Investment Pools
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Investment in County of Santa Cruz Investment Pool, continued 

Interest Rate Risk 
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Construction-In-Process
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Installment Purchase Agreement 
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Felton Safe Drinking Water Loan 

State of California Revolving Fund Loan 
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Capital One Loan 

Government Obligation Contract 
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Bank of Nevada Refunding Bonds 

Revenue Series 2019 Certificate of Participation 

Capital Lease 
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Actuarial Assumptions and Other Inputs 

Changes in the Total OPEB Liability 
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Changes in the Total OPEB Liability, continued 

Sensitivity of the Total OPEB Liability to Changes in the Discount Rate 

DR
AF
T

AFAFAFAFAFAFAFAFAFAFAFAF

B & F Comm:  12.6.22
Item:  4a

59 of 111 76 



Sensitivity of the Total OPEB Liability to Changes in the Healthcare Cost Trend Rates 

OPEB Expense, Deferred Outflows of Resources, and Deferred Inflows of Resources Related to OPEB 
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Plan Descriptions 

Benefits Provided 
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Contributions 

Net Pension Liability 
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Net Pension Liability, continued 

Deferred Pension Outflows (Inflows) of Resources 
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Deferred Pension Outflows (Inflows) of Resources, continued 

Actuarial Assumptions
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Actuarial Assumptions, continued

Discount Rate
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Sensitivity of the Proportionate Share of the Net Pension Liability to Changes in the Discount Rate

Pension Plan Fiduciary Net Position
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Governmental Accounting Standards Board Statement No. 91 

Conduit Debt Obligations
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Governmental Accounting Standards Board Statement No. 91, continued 

Governmental Accounting Standards Board Statement No. 94 

Public-Private and Public-Public Partnerships and 
Availability Payment Arrangements

Governmental Accounting Standards Board Statement No. 96 

Subscription-Based Information Technology 
Arrangements
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Governmental Accounting Standards Board Statement No. 97 

Certain Component Unit Criteria, and Accounting 
and Financial Reporting for Internal Revenue Code Section 457 Deferred Compensation Plans—an 
amendment of GASB Statements No. 41 and No. 84, and a supersession of GASB Statement No. 32.

Governmental Accounting Standards Board Statement No. 99 

Omnibus 2022
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Governmental Accounting Standards Board Statement No. 99, continued 

Governmental Accounting Standards Board Statement No. 100 

Accounting Changes and Error Corrections—An 
Amendment of GASB Statement No. 62. 

accounting changes

Governmental Accounting Standards Board Statement No. 101 

Compensated Absences
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Grant Awards 

Litigation 
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Change in Benefit Terms 

Change of Assumptions and Methods 
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The following is a listing of acronyms and glossary of terms that can commonly be found in past, current 
or potential future reports. 
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